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manufactured so as to effect a change
in tariff classification will be given
status as privileged foreign merchan-
dise on proper application to the port
director.

(b) Application. Each application for
this status will be made on Customs
Form 214 at the time of filing the appli-
cation for admission of the merchan-
dise into a zone or at any time there-
after before the merchandise has been
manipulated or manufactured in the
zone in a manner which has effected a
change in tariff classification.

(c) Supporting documentation. Each
applicant for this status shall submit
to the port director, with the applica-
tion, an invoice notated as provided for
in §141.90 of this chapter.

(d) Determination of duties and taxes.
Upon receipt of the application and ac-
companying invoice, the port director
may examine the merchandise to de-
termine whether to approve the appli-
cation. The merchandise will be sub-
ject to classification and valuation as
provided in §146.65.

(e) Status as privileged foreign mer-
chandise binding. A status as privileged
foreign merchandise cannot be aban-
doned and remains applicable to the
merchandise even if changed in form
by manipulation or manufacture, ex-
cept in the case of recoverable waste
(see §146.42(b)), as long as the merchan-
dise remains within the purview of the
Act. However, privileged foreign mer-
chandise may be exported or with-
drawn for supplies, equipment, or re-
pair material of vessels or aircraft
without the payment of taxes and du-
ties, in accordance with §§146.67 and
146.69.

§146.42 Nonprivileged foreign status.

All of the following will have the sta-
tus of nonprivileged foreign merchan-
dise:

(a) Foreign merchandise. Foreign mer-
chandise properly in a zone which does
not have the status of privileged for-
eign merchandise or of zone-restricted
merchandise;

(b) Waste. Waste recovered from any
manipulation or manufacture of privi-
leged foreign merchandise in a zone;
and

(c) Certain domestic merchandise. Do-
mestic merchandise in a zone, which by

§146.44

reason of noncompliance with the regu-
lations in this part has lost its identity
as domestic merchandise, will be treat-
ed as foreign merchandise. Any domes-
tic merchandise will be considered to
have lost its identity if the port direc-
tor determines that it cannot be identi-
fied positively by a Customs officer as
domestic merchandise on the basis of
an examination of the articles or con-
sideration of any proof that may be
submitted promptly by a party-in-in-
terest.

§146.43 Domestic status.

(a) General. Domestic status may be
granted to merchandise:

(1) The growth, product, or manufac-
ture of the U.S. on which all internal-
revenue taxes, if applicable, have been
paid;

(2) Previously imported and on which
duty and tax has been paid; or

(3) Previously entered free of duty
and tax.

(b) Application. No application or per-
mit is required for the admission of do-
mestic status merchandise, including
domestic packing and repair material,
to a zone, except upon order of the
Commissioner of Customs. No applica-
tion or permit is required for the ma-
nipulation, manufacture, exhibition,
destruction, or transfer to Customs
territory of domestic status merchan-
dise, including packing and repair ma-
terials, except: (1) When it is mixed or
combined with merchandise in another
zone status, or (2) upon order of the
Commissioner of Customs. When the
Commissioner orders a permit to be re-
quired for domestic status merchan-
dise, he may also order the procedures,
forms, and terms under which the per-
mit will be received and processed.

(c) Return of merchandise of Customs
territory. Upon compliance with the
provisions of this section, any of the
merchandise specified in paragraph (a)
of this section, may subsequently be
returned to Customs territory free of
quotas, duty, or tax.

§146.44 Zone-restricted status.

(a) General. Merchandise taken into a
zone for the sole purpose of expor-
tation, destruction (except destruction
of distilled spirits, wines, and fer-
mented malt liquors), or storage will
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be given zone-restricted status on prop-
er application. That status may be re-
quested at any time the merchandise is
located in a zone, but cannot be aban-
doned once granted. Merchandise in
zone-restricted status may not be re-
moved to Customs territory for domes-
tic consumption except where the
Board determines the return to be in
the public interest.

(b) Application. Application for zone-
restricted status will be made on Cus-
toms Form 214.

(c) Merchandise considered exported—
(1) For Customs purposes. If the appli-
cant desires a zone-restricted status in
order that the merchandise may be
considered exported for the purpose of
any Customs law, all pertinent Cus-
toms requirements relating to an ac-
tual exportation shall be complied with
as though the admission of the mer-
chandise into zone constituted a lading
on an exporting carrier at a port of
final exit from the U.S. Any declara-
tion or form required for actual expor-
tation will be modified to show the
merchandise has been deposited in a
zone in lieu of actual exportation, and
a copy of the approved Customs Form
214 may be accepted in lieu of any proof
of shipment required in cases of actual
exportation.

(2) For other purposes. If the merchan-
dise is to be considered exported for the
purpose of any Federal law other than
the Customs laws, the port director
shall be satisfied that all pertinent
laws, regulations, and rules adminis-
tered by the Federal agency concerned
have been complied with before the
Customs Form 214 is approved.

(d) Merchandise entered for
warehousing transferred to a zone. Mer-
chandise entered for warehousing and
transferred to a zone, other than tem-
porarily for manipulation and return
to Customs territory as provided for in
§146.33, will have the status of zone-re-
stricted merchandise when admitted
into the zone. The application on Cus-
toms Form 214 will state that zone-re-
stricted status is desired for the mer-
chandise.
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Subpart E—Handling of
Merchandise in a Zone

§146.51 Customs control of merchan-
dise.

No merchandise, other than domestic
status merchandise provided for in
§146.43, will be manipulated, manufac-
tured, exhibited, destroyed, or trans-
ferred from a zone in any manner or for
any purpose, except under Customs
permit as provided for in this part. The
port director may require segregation
of any zone status merchandise when-
ever necessary to protect the revenue

or properly administer U.S. laws or
regulations.
§146.52 Manipulation, manufacture,

exhibition or destruction; Customs
Form 216.

(a) Application. Prior to any action,
the operator shall file with the port di-
rector an application (or blanket appli-
cation) on Customs Form 216 for per-
mission to manipulate, manufacture,
exhibit, or destroy merchandise in a
zone. After Customs approves the ap-
plication (or blanket application), the
operator will retain in his record-
keeping system the approved applica-
tion.

(b) Approval. (1) The port director
shall approve the application unless (i)
the proposed operation would be in vio-
lation of law or regulation; (ii) the
place designated for its performance is
not suitable for preventing confusion of
the identity or status of the merchan-
dise, or for safeguarding the revenue;
(iif) the port director is not satisfied
that the destruction will be effective;
or (iv) the Executive Secretary of the
Board has not granted approval of a
new manufacturing operation.

(2) The port director is authorized to
approve a blanket application for a pe-
riod of up to one year for a continuous
or repetitive operation. The port direc-
tor may disapprove or revoke approval
of any application, or may require the
operator to file an individual applica-
tion.

(c) Appeal of adverse ruling. If an ap-
proved application is subsequently re-
scinded by the port director for any
reason, the applicant or grantee may
appeal the adverse ruling pursuant to
the hearing provisions of §146.82(b)(2).
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